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China has announced her open door policy for more than a decade. 
Within this period of time, both China and foreign parties have accumulated 
valuable experience in dealing with each other. Products traded have been 
changed from solely high technology products to different kinds of goods. In 
recent years, China has loosened the control on the import of consumer goods 
which were formerly prohibited. 
With the introduction of foreign consumer products into the PRC market, 
the concept of marketing has also been imported. The advertising industry has 
also undergone a rapid development in this decade, with a remarkable 
progression in TV advertisements. 
This is an exploratory study about the advertising industry in PRC in the 
current stage. The focus of study are those China traders in Hong Kong. Their 
practices in different aspects of advertising in PRC are studied. Conjoint analysis 
is employed to portray their attitudes on different advertising tools. It is found 
that TV commercials are treasured by most of the China traders, while 
experienced China traders appreciate both print advertisements and TV 
commercials. 
As the advertising industry is still in its infancy in PRC, there is a huge 
potential for development. The job is also very challenging. There are no rules 
or maxims; nothing is always correct. What is important is a broad knowledge 





Advertising in itself is a saga in China. Modern advertising was imported 
to China as early as 1926 by a Shanghai student who studied abroad. Its 
development was ceased by the Second World War when Shanghai was invaded 
by Japan. After 1945, advertising was revived. However, radio and television 
were used almost exclusively for political propaganda. In the next twenty years, 
more controls, referred to as Socialist Reformation, were imposed on the 
advertising industry by China's leaders. It made advertising a tool that only serves 
the government. During the Cultural Revolution (1966-77), advertising was 
almost completely repudiated by the government; they declared that "advertising 
deceives people and is an evil that tells lies ..-.�:.’“:.’：the practice of capitalist 
business". In January 1979, two years after Deng Xiao Ping came to power, a 
party newspaper extolled advertising as "a means of promoting trade, earning 
foreign exchange, and opening the eyes of the masses". Several days after June 
4,1989, from a street interview in PRC shown on Hong Kong TV, a man said that 
the only thing that is believable on the newspaper is the "date". Indisputably, it 
is the Open Boor Policy which allows the vital growth of the advertising industry 
in PRC in the last decade. 
In the past ten years, China's advertising industry has undergone vast 
development in terms of scale, turnover and operation. In this period of time, 
they have learned how to do business with foreign parties within their own 




among different departments, and foreign exchange management/policy. Both 
parties have made adjustments in their ways of practice so that they can cooperate 
in a harmonious way. 
Owing to the development priority of different industries set by China's 
leaders, relatively little attention has been given to the advertising and promotion 
business of consumer products in PRC. On the other hand, there are positive 
factors such as the huge market potential, improved living standards in large 
cities, and more importantly, the cumulated experience in doing business with 
China. More and more marketing firms have started to launch advertising 
campaigns for their products and/or introduce their new products to the PRC 
market. This article will examine their current practices in advertising and 





2.0 PURPOSE OF STUDY 
2.1 Objective 
This is an exploratory study. Its objective is to get a basic picture of the 
current situation of the advertising industry in PRC, their current^ practices in 
advertising and promotion when dealing with foreign marketing/trading firms, and 
a valuation of different advertising tools currently employed by China traders. 
. . . . . . . .. 
2.2 Hypothesis 
As the basic objective of this study is to portray a picture rather than to 
test some assumptions or stereotypes, no a priori hypotheses are developed. 
2.3 Definition of Consumer Product 
Consumer products to be included in this research are those non-durable 




3.1 The following table shows China's advertisement turnover from 1983 to 1989 
(includes spending from both foreign and local advertisers)1. 
Table 1 China's total advertising turnover (1983-1989) 
Year Turnover (mm) % Increase 
83 234 
84 365 56 
85 605 66 
86 845 40 
87 1,112 32 
88 1,602 44 
89 J 1,999 25 | ‘ 
We can find that even with the impact of the 1989 massacre in Tiananmen, 
advertising expenditures in 1989 were still increasing. Within this period of time, 
we can also see that even though the rate of increase is dropping, the absolute 
increasing percentage is still high. Moreover, it is also forecasted that spending 
by foreign advertisers will increase 15% to 20% in 19902. 
The next table shows the breakdown of the total turnover. Because only 
television, radio and newspaper are selected (those tools are more relevant for 
• ’ . . . . • - • • 
: 
1 - — (1990), 'China's Advertisement Turnover Between 1983 and 1989’.China Market. No. 12. 
pp.19. 




consumer products), the sum of these is not equal to the total. 
Table 2 Breakdown of China^ advertising turnover 
turnover (mm) 
Year Television Radio Newspaper 
83 16.2 18.1 73.3 
84 34.0 23.2 118.6 
85 68.7 26.7 220.1 
86 115.1 35.6 256.0 
87 169.3 47.2 355.5 
88 271.8 70.3 534.1 , 
89 J 361.2 74.6 [ 629.4 | 
Among these three advertising tools, the trade volume of newspapers is the 
largest. To see more, let us consider the next table. 
r 
Table 3 Breakdown of China，s advertising turnover in % 
% of total8 
Year Television Radio Newspaper 
83 6.9 7.7 31.3 
84 9.3 6.4 32.5 
85 11.4 4.4 36.4 
86 13.6 4.2 30.3 
87 15.2 4.2 32.0 
88 17.0 4.4 33.3 
89 18.1 J 3.7 J 31.5 
' a - Total advertisement turnover of each corresponding year — ^ 
Both radio and newspaper are expanding almost at the same rate as the industry. 
On the other hand, television is expanding at a steadily increasing rate faster than 
the whole industry. This may be due to the fact that more and more large 
v 
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multinational companies are starting to do TV advertising in PRC, and they 
usually treasure television more than other media due to its comparable quality 
and relatively low cost when the size of the audience is taken into consideration. 
3.2 Before 1979, commercial advertising almost completely disappeared from the 
Chinese media. There were not more than 10 advertising companies in all of 
China. By mid-1986, there were 6,944 advertising companies and media units. 
At present, a large variety of advertising tools have emerged in China. The four 
most important ones are still3: 
1. Newspaper - There are more than 1,500 public newspapers, with a 
combined impression of 30 billion copies. In 1989, of the 
nation's 2 billion yuan advertising business volume, 30% 
I 
were in newspapers. However, due to the limitations of 
printing skills, high quality printed advertisements are still 
absent. 
2. TV Adv. - China now has more than 500 TV stations. In the past ten 
years, the TV advertising business increased at an annual 
rate of 30-40 percent and reached 360 million yuan in 1989. 
Due to such a rapid development and the special situation 
in PRC, the advertising company has not started to play an 
active role in this field yet. A former study shows that TV 
stations can more easily organize advertisements than can 
3 Zhi Yi (1990), ’Three Advertising Media in China，，China Market. No. 12,pp. 15. 
V 
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the advertising companies; they design 70 percent of the 
advertisements, as compared to just 5 percent by advertising 
companies. 
3. Radio - At present there are more than 400 wireless broadcasting 
stations handling advertising business, accounting for 90 
percent of its nation's total. Wire broadcasting is still 
operating in PRC, however, only 40 percent (i.e., 800) 
handle advertising business. 
In rural areas and remote bordering districts, broadcast is 
the main medium. New advertising forms such as dramas, 
fictions, prose, crosstalk, songs and poems are starting to 
emerge. 
4. Billboard - No official figures are available for this advertising tool. It 
is also found that most of the billboard advertisers are local 
rather than foreign. However, it is still worth mentioning 
due to its low cost. 
3.3 The rebound of sales of consumer goods came earlier and faster in urban than 
in rural areas. In urban areas, the total sales of consumer goods was RMB386.61 
billion in 1990, up 6% from 1989. In contrast, there was RMB335.4 billion in 
rural areas, down 2.4%4. 
Consumers' propensity to buy has been gradually returning to normal, due 




to the increase in supplies and drastic decrease in price inflation from two-digit 
to about two percent. 
3.4 There are three fundamental channels for placing advertising in China. The first 
is to make arrangements directly with each medium in which you plan to 
advertise. Because advertising in China is not yet highly specialized, the Chinese 
media that carry advertising usually have advertising departments. Those 
advertising departments solicit business through their own channels, execute the 
advertisements, and undertake market studies. This channel is treasured by those 
joint ventures which are established by large multinational companies. These 
joint ventures usually have large bargaining power on the amount of cost (50% 
discount is not impossible) and content of the copy (e.g.,sex appeal is prohibited 
I 
in PRC; however, which shot has violated the criterion is negotiable especially in 
provinces like Guangzhou). So, they find this channel is more cost effective and 
they have the competitive edge to use this channel. 
A second method is to make arrangements with the help of a foreign 
advertising agency which usually has an office in Hong Kong. In fact, most of 
these advertising agencies have already developed a China division which only 
serves the Ghina market and has accumulated substantial experience. This 
channel is suitable for middle-sized companies which have less bargaining power. 
Of course, the cost is higher than that in the first channel. 
The last method is to make arrangements through the official Chinese 
advertising corporation. Relative to the first method, this is more similar to the 
v 
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second one. The choice depends on the business relationship and the cost. 
3.5 It is a bit surprising to hear the term "Barter Trade" in the advertising industry. 
However, it works better than you would expect. As early as 19845, CBS made 
the first agreement with China Central Television (CCTV) that CBS would 
provide 64 hours of off-the-shelf programming like "60 minutes" and "NFL 
football" in exchange for 320 minutes of advertising. After that, a series of other 
similar agreements were made, with companies including China/USA 
Communications (US-China joint venture), TLI International (Chicago based), 
etc. Even local Chinese stations were catching on to the idea. This type of 
cooperative exchange works so successfully in PRC because it is welcomed by 
both parties. On the Chinese side, they do not require the spending of hard 
I 
currency for the programming. On the foreign side, not only do they get the 
advertising time, but they also attract a large audience, which in turn increases the 
GRP. 
Nowadays, such arrangements have already been modified. Some large 
marketing/trading firms may conduct such barter trade with the media directly. 
They first select several movies which may or may not relate to their product, and 
confirm with the medium and other related government departments that these 
movies can be shown in that city (standard of censorship varies a lot among 
different provinces). They will then buy the copyrights of those movies and 




arrange a whole advertising and promotion campaign. For example, movie shows 
may be followed by some games or competitions with prizes. Such kinds of 






This study makes use of the tools of literature survey, field trips to Guangzhou 
and Shenzhen, telephone interviews, and a structured questionnaire. 
4.1 Literature Survey 
A literature review basically serves two purposes: 
1. Helps to design a more meaningful questionnaire 
Even though all past research may not be directly related to this study, 
they still provide information for brainstorming about factors to be considered, 
to set options for the multiple-choice questions (for example, boundary of each 
I 
option in the question about annual advertising budget), and to eliminate some 
questions which are initially included in the brainstorming stage. 
2. Gives a macro image of the environment 
These include (i) figures - annual turnover, breakdown of turnover, scale 
of different advertising tools; and (ii) ways of operation 一 channels for placing 
advertisements, different kinds of promotional activities, operational relations 
among parties. 
4.2 Field Trip 
Again, it serves two purposes: 
1. Collect first hand market information through observation 
v 
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Attention is paid to advertising tools which are exposed to the general 
public. The advertisement's position, scale, content, frequency, and response by 
the people are observed whenever possible. Such information helps to construct 
a more realistic and sensible impression for the following study and analysis. 
2. Enlarge our sampling frame in a reverse way 
Products that can be bought in retail outlets are recorded. This product 
list is used to reproduce a company list such that we can identify those companies 
which have been engaging in the marketing of consumer products in PRC. This 
company list becomes a main ingredient of our final interviewing list. 
4.3 Screening Telephone Interview 
Apart from the above company list, the sampling frame is also derived 
t 
from different directories. They include A Directory of Resident Offices of 
Foreign. Overseas Chinese. Hong Kong and Macro enterprises 1988/1989. China 
Telephone Directory and Directory of Chinese Foreign Economic Relations and 
Trade Enterprises. The objective of this interview is to extract those suitable 
candidates arid ask for a personal interview. Even with these efforts, about 30% 
of the companies still say that they are not selling consumer products in PRC now 
or they do not have a Marketing Department yet. 
4.4 Structured Questionnaire (Appendix 1) 
Before the design of this questionnaire, there are two practical 




in Hong Kong is quite limited. Thus the number of completed questionnaires is 
also small. As a result, the method of data analysis will not involve any test 
statistics. Only descriptive statistical techniques are employed. 
Secondly, as most of them travel to PRC frequently, they are usually so 
busy that they are not willing to answer a long questionnaire. To deal with this 
problem, a short questionnaire which includes only the main questions was 
developed for use, and another set of open-ended questions will be inserted into 
the interview if time allows. Such a design provides higher flexibility in doing the 
interviews so that a higher response rate and more in-depth information are 
attained. 
Owing to the nature of the information being collected by this 
questionnaire, the basic unit is each individual China trader, rather than his/her 
I 
company. As a result, some wordings/meanings in the questionnaire need to be 
clarified: 
• Question 1 allows the respondent to give a list of different products. 
Afterward, he/she is asked to select one product or one product line (say, 
canned foods include instant coffee and canned vegetables) as a basis for 
the rest of the questions. 
• The word ••product^s)" in Question 2 refers to the product(s), not brand, 
sold in PRC. In fact, in the process to encode after data collection, the 
answer of this question is categorized into three groups: PRC, Non-PRC 
and Both. 
PRC - all the products sold in PRC are manufactured in PRC. This group 
v 
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also includes the situation in which the multinational company has 
production plants in other locations but that "product" is not imported to 
PRC market. 
Non-PRC - all products sold are imported. 
Both - both situations above exist. 
• In question 6, the words "Heavy","Average" and "Slight"on those cards 
refer to frequency. 
• The word "means" in Question 7 include both advertising and promotion 
activities. 
• "Budget" in both Questions 6 and 13 refers to the annual budget for the 
product selected in Question 1. 
Such adjustments have been embedded in the personal interview so that the result 
I 
of analysis is consistent in this sense. 
4.5 Additional Open-ended Questions 
Questions included in this part may not be directly related to advertising. 
However, they help to portray a more complete picture. Wordings of these 
questions change from interview to interview; in fact, most of them are asked as 
a follow-up ； question. Areas of these additional questions are: 
• Details about the product. 
• Advertising copy - whether the copy used in PRC is the same as that in 
Hong Kong, or it is specially designed for the PRC market. 




• Information/Details about any special promotion campaign. 
• Issues about counterfeiting, and ways to handle it. 
• Issues about marketing research. 
• Issues about foreign exchange. 
• Issues about taxation. 
4.6 Design of Questionnaire 
This is a simple and short questionnaire which consists of only three parts. 
The first part includes three warm-up questions. It asks about the background of 
the product. In the interview, based upon the responses of the interviewee to this 
part of the questionnaire, one can start to extract those relevant extra questions. 
Moreover, one can also judge how many extra questions will be accepted by 
f 
him/her. Because the basic requirement is to complete the questionnaire, it is 
not worthwhile to ask any extra questions if it will lead to item non-response or 
termination of the interview before the questionnaire is completed. 
The second part is the main content of this questionnaire, it asks the 
respondents their opinions about different aspects of advertising in PRC. In 
question 4，the importance of different factors when doing business in PRC are 
compared. In fact, a similar question appeared in two other researches several 
years ago. In both of those researches, the objects studied were not confined to 
consumer products; instead, they included all kinds of China trade. The results 
of their findings are shown in Table 4 on the next page. 
It is found that price and personal connections were the two most 
v 
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prominent marketing elements while promotion was ranked quite low in these two 
studies. This question is used to check whether this pattern is different for 
consumer products nowadays. 
Table 4 Ranking of Marketing Element in former studies 
Marketing Ranking in Ranking in 
Elements Study of 1988 Study of 1985 
Price 1 2 , 
Personal Connections 2 1 
Company's Image 3 4 
After Sales Service 4 6 
Product Quality 5 3 
Promotion 6 5 
Technology Transfer 7 
Personal Selling 8 , 
People usually have different objectives when launching their advertising 
and promotion activities. A group of eight objectives were constructed by the 
author (Question 5). It is hoped that the result of this question can give people 
some ideas about how realistic it is to set such an objective for their advertising 
and promotion activities in PRC. For instance, is it really possible to reach one's 
target market in PRC? If it is not, they should set another objective or change 
their approach altogether. 
The Likert Scale is one of the most commonly used methods of attitude 
rating in a questionnaire. However, it is hard to find the tradeoff among different 
factors by using this method. To deal with this drawback, conjoint analysis is used 
v 
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in this study to detect how China traders treasure different advertising tools. 
From the point of view of an information seeker, it is always better to 
include as many different advertising tools as possible in the design. However, 
due to practical considerations, only four commonly used advertising tools are 
included. This is also why question 7，as a complementary question, is asked just 
after question 6. 
In the interview, nine cards were displayed before the respondent. Each 
card consists of four advertising tools and three levels of usage, with some of 
them highlighted. A typical card is shown below; this profile represents average 
television advertising, slight radio broadcasting, heavy print advertising and slight 
billboard. The respondent was then asked to rank these nine profiles according 
to his/her preference, given his/her own budget constraints. 
I 
Television Heavy Slight 
Radio , Heavy Average 
Printed Ad. ^ ¾ ¾ ¾ ¾ Average Slight 
Billboard Heavy Average _ _ _ _ _ _ : 
It is very simple to calculate that if one wants to show all different 
combinations of levels of usage to the respondents, 81 cards will be needed. It 
is infeasible to do so as the respondents are not likely to answer it. In this study, 
Aloke Dey's Orthogonal Main-Effect Plan was used to construct these nine 
profiles. The design matrix used in this study is shown in Table 5 on the next 
v 
18 
page, where the digit 2 represents heavy usage, 1 represents average usage and 
0 represent slight usage. 
After the rank orders from each interviewee are collected, it is then 
transformed to another order which represents the utility level of each card 
that is, the card which is ranked number one will have utility level 9，the card 
ranked number 2 will have utility level 8，etc. After this new set of rank order is 
prepared, software called Multidimensional Statistics Package (developed by Scott 
M. Smith) is used to perform the conjoint analysis; a sample computer output of 
this software is included in Appendix 2 for reference. In the following analysis, 
these computer outputs have been transformed into graphs, i.e.,utility curves. 
Table 5 Design Matrix for Conjoint Analysis 
I 
I Card I Television Radio Printed Ad. Billboard 
_ 




5.0 RESEARCH FINDINGS 
5.1 Sample Profile 
Product - Most of the companies interviewed are either multinational 
marketing firms or large trading companies; this may be due to the 
fact that only these kinds of companies can afford and are willing 
to invest in advertising and promotion activities. In this study, only 
thirteen personal interviews were conducted; but the sample 
includes a large variety of product categories. As shown in 
Appendix 3, they include shampoo, cigarette, canned food, 
detergent (soap), skin care products, soft drink, snack and consumer 
I 
film. 
Most of these companies have markets and production plants 
in different locations around the world. Considering the country of 
origin of the products that were sold only in PRC, 54% are 
produced in PRC and 39% are produced outside PRC while 8% 
are produced both inside and outside PRC (Appendix 4). 
,Moreover, eighty-five percent of these products are sold in all large 
cities in PRC (Appendix 5). 
Company - Among these thirteen companies, 38% are American companies, 
31% are European companies and the remaining 31% are based in 
Hong Kong (Appendix 6). An unexpected result is that none of 
v 
中 文 大 學 田 當 館 我 香 I 
20 
these companies are Japanese-based. The reason may be due to 
the fact that Japanese companies believe in long-term commitment 
and have started to advertise their products even before their 
products were available in the PRC market. They may have 
already established their own ways of practice and channels which 
do not pass through Hong Kong, and so they are missed by the 
preceding methodology (According to the record in the research 
log-book about the telephone interview with Kao, after they were 
told the objective of this study, their response was that they did not 
have a colleague in Hong Kong who was capable to answer this 
questionnaire). 
The most common type of business of these thirteen 
I 
companies in PRC are joint ventures, which account for 54 % of the 
total sample. Twenty-three percent are sales agents, fifteen percent 
are direct exporters and eight percent are office stations. 
The amount of advertising and promotion budget varies a lot 
among these companies. From Appendix 7, we can find that all 
budget ranges in the questionnaire were selected by some of the 
.interviewees, with fifty percent of them selecting the largest one. 
In fact, one interviewee said that his budget is even much larger 
than the largest option stated. 
People - Two pieces of information about the interviewees were collected, 




in dealing with the China market. As shown in Appendix 8 and 9, 
eighty-five percent of them ranked themselves as middle or top 
management; however, almost half of them have only one year of 
experience in dealing with the China market. The reason is that 
most of them have already had some experiences in marketing, and 
have been promoted to higher levels of management. On the other 
hand, marketing of consumer products in PRC is still in its infancy; 
people have little experience in it. 
5.2 Importance of Marketing Elements 
A surprising and encouraging result is obtained in this study. As 
mentioned before in the previous studies, price and personal connections are the 
‘ I 
two most important factors, while 'advertising and promotion' is ranked at the 4 
bottom. In this study, the ranking of those marketing elements is : 
Table 6 Ranking of Marketing Element in this study 
Rank Marketing Elements Score 
1 Advertising & Promotion 1.462 
2 Product Quality 1.538� 
3 Price 1.692 
4 Personal Connection 1.769 
5 Company's Image 1.846 
Score :"""1 - very important4 - very unimportant 
The importance of advertising and promotion jumps from the bottom of the list 
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to the top. It is believed that the reason for this change is because the objects 
studied in this research are confined to consumer products. Nowadays, China is 
still engaging in Planning Economy; however, influence power of the market 
mechanism is becoming more and more significant and direct especially in 
consumer products market. In the past, China traders learned that once you 
identify the decision maker, please them, and make them agree with your deal, 
you win the business. But now, not only is their budget tight, the effect of buying 
an undemanded consumer product on the pile up of inventory is so direct and 
obvious that no one (government officer) wants to make such a mistalS. They 
will buy the products only if they believe that they can sell them. Increasing 
market demand, basically through advertising and promotion activities, is 
becoming very important. On the other hand, the responsibility of increasing the 
I 
market demand of the products falls on the shoulders of those China traders. 
Besides the foregoing reasons, in those large coastal cities where the 
residents have more knowledge about the outside world, product quality also 
becomes a main marketing element as i t helps to enhance market demand. 
According to one interviewee, from the result of consumer research 
conducted by her company, people in PRC can discriminate those products into 
three groups ：——~ foreign product, joint venture product, and local products. A 
certain group-quality association is perceived by them, and they are also expected 
and willing to pay a higher price for products with better quality. 
One can see from the table that all five scores are less than two; this 




traders. Finally, one should beware that the above ranking does not have any 
statistical significance; it just serves the purpose as a reference. 
5.3 Effectiveness of Advertising and Promotion 
As we can see from the following table, the score values can be roughly 
categorized into three groups. 
Table 7 Ranking of A & P Objectives in this study 
Rank A & P Objectives — Score 
1 Introducing product 1.308 
2.5 Increasing awareness 1.385 
2.5 Stimulating sales 1,385 
4 Increasing reputation 1.769 � 
5.5 Reminding people to buy 1.846 
5.5 Enhancing company's image 1.846 
7 Meeting target market 2.154 
8 Building trademark 2.308 
Score : 1 - very important4 _ very unimportant — 
Most of the China traders think that advertising and promotion activities 
are very effective in introducing new product, increasing awareness and 
stimulating sales. It is effective in increasing reputation, reminding people to buy, 
and enhancinjg the company's image. However, it is ineffective in meeting target 
market and building trademark. One point worth mentioning here is that almost 
half of the interviewees remarked that it is the advertising that introduces the new 
product and increases awareness, while the promotion activities stimulate sales. 




is still very primitive. Unlike Hong Kong, they do not have a special time for 
children or a special time for housewives in their TV programming. Advertisers 
cannot reach their target markets by advertising their products at a specific time 
during the day. In PRC, people usually start to watch TV at eight o'clock at 
night. As a result, it is not cost effective to target on a certain group of people 
by TV advertisement. However, it is very effective to spread the message to the 
general public. 
Again, one hundred percent of the interviewees said that they often 
encounter problems with counterfeiting. Some even said that the problem is very 
serious. However, when they were asked whether they can use a marketing 
approach (for instance, to build a clear trademark/logo into consumers' mind so 
that they can identify which is the real one) instead of a legal approach to deal 
I 
with this problem, none of them gave a positive answer. Even if a legal approach 
is employed, effectiveness still highly depends on the personal connections of the 
plaintiff with the government. 
5.4 Trade-Off among Advertising Tools 
j For each of the four advertising tools (television, radio, print advertisement 
and billboard), there are three levels of usage. If there are no budget constraints, 
it is obvious that the result will be "the heavier the usage of every tool, the better 
the result". In this study, each interviewee's own budget constraints are imposed 
on his/her choice, so a more realistic picture is expected to be obtained, and 
negative utility levels may appear due to cost-ineffectiveness. 
v 
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J I \ I \ i 
S A H S A \ H S A H S A \ H 
TV Radio Print Ad. Billboard 
S ： Slight 
A : Average 
H : Heavy 
It is found that television gives the highest utility, followed by print advertisement. 
As both of these two curves are not convergent, it implies that even with budget 
constraints, "the more, the better" rule applies to these two tools. For radio, 
average usage still provides a relatively significant amount of utility. However, 
heavy usage will turn the utility to negative. Lastly, it seems that billboard 
. Z . ： •. • .‘ . ’ ；- . . . .. . . . ：： . , ：• ' . ‘ ； :•:.•. . ‘： ： • . . . . . . . . . . 
contributes negatively to the utility. 
These attitudes in fact match with the current development trend of the 
media in China. Moreover, this may also be due to the fact that most of the 
v 
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China traders have already had experience in marketing, probably in some 
developed cities like Hong Kong; television commercials have already been the 
most important advertisement tool in their minds. Secondly, as remarked by one 
of the interviewees who used print advertisement extensively, the reading habits 
of people in PRC is very different from those in Hong Kong they spend more 
time reading, and usually read in detail. As a result, the effect of print 
advertisement can be improved if you spend more effort to develop a "good" copy. 
Besides the preceding result, analysis has also been carried out on the 
attitudes of the China traders with large versus small budgets and more versus 
less experience. 
For those China traders with large budgets, the pattern of their utility 
curves remains more or less the same, while the scale changes a lot. As shown 
I 
in Appendix 10 where the utility scale of all the graphs are kept the same, 
television advertisement is being more treasured by China traders. One can also 
find that the effect is so large that the utility curve of the print advertisement has 
become convergent. 
As mentioned in Chapter 3.4, large multinational companies always have 
greater bargaining power, and are able to buy advertising time at a lower price. 
This may be another reason why they treasure television advertisement to a 
greater degree than do other China traders. 
In the case of small budgets, the pattern changes a lot. From Appendix 
11，it can be found that the highest level of utility is attained by average usage of 
radio. Most of the utility curves go negative when heavily used. It is hard to 
v 
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identify the preference of these China traders. On the other hand, it is found that 
they engage more in promotional activities which can stimulate sales more 
directly. 
The remaining two graphs (Appendix 12 & 13) are the utility curves for 
China traders with different degrees of experience (one year and seven years). 
It is found that the basic pattern is still the same as the aggregated one. 
However, an additional finding is that executives with less experience seem to 
treasure television advertisements more, while experienced traders appreciate 
both print advertisements and TV commercials. 
5.5 Different Promotion Activities 
A large variety of different promotion activities have been organized and 
launched in PRC These promotional activities did not have a fixed format, but 
were designed for each individual situation. Sometimes, they even occured by 
chance. A list of promotional campaigns are briefly described below: 
1, Window display competition among department stores 
•o Product is the main theme of the decoration. This campaign is especially 
useful when a product is launched to a new market where the living 
standard is still not very high, but with at least two department stores in 
the city. Usually, such a competition will create a tremendous effect 
among the general public. Everybody will talk about this issue, guessing 
who will be the champion, commenting about each decoration, etc. 
v 
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Follow-up activities such as lucky draw or buy one, get one free, will 
usually be used in order to stimulate trial after most of the people have 
become aware of the product. 
2. Kent-Anita Mui concert 
As mentioned by the marketing manager of British-American Tobacco 
Company (HK) Ltd., such a campaign only happens by chance as he 
cannot guarantee that he can arrange another similar campaign; it highly 
depends on the willingness and schedule of the singer. 
Miss Anita Mui is one of the most famous singers in Hong Kong. As the 
physical distance between Hong Kong and Guangzhou is so close, Anita 
is also very famous there. A concert by a famous singer from Hong Kong 
can surely attract attention from the whole city. One critical issue in the 
campaign is to embed the name of the product into the name of the 
concert so that whenever people mention the concert, they are promoting 
the brand. 
3. Flower Basket design competition among general public 
Flower Basket is in fact a standard size soap decorated with a silk ribbon, 
plastic flower, and other small things. The whole campaign included a 
series of TV programs, from teaching people how to make the flower 
basket, to different stages of the competition, to finally the award of the 
prizes. As mentioned by the organizer and also an article, the response 
\ 
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rate of this competition was unexpectedly high. 
4. Competition among distributors 
In fact, this was just a trade promotion. However, in China's situation, it 
is quite useful in the consumer market. By using this approach, no mass 
media is needed; all the information about the campaign is transmitted by 
the salesmen. The effect of this kind of activity on sales is temporary; it 
also cannot be a long-term strategy due to the rapid development of 
China's economy; nevertheless, it is treasured by those small companies 
with very limited budgets. 
5. Special counter in hotel 
I 
Special arrangements were made with a hotel. Within a certain period of 
time, in an eye-catching area in the hotel, some foods and drinks were 
provided free for trial; young waitresses wearing specially designed 
uniforms with the logo of the brand were serving the customers, and a 
selling table was set up next to the area. A special feature of this 
campaign was that it was not targeted on the general public, but on 
middle- to high-class people who will visit hotels, but of course not those 
hotels for foreign businessmen. It also helped to create a prestige image 
for the product. 
v 
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Similar to the situation of the design of those promotional activities, 
advertising copy used was not specially designed for PRC market, nor did they 
just reuse the same ones used in Hong Kong. It all depends on each individual 
product, the media used, and the market situation. Different companies have 
different practices; there is a case that a TV commercial which was used in Hong 
Kong five years ago is now being used in PRC. 
I 
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With the growth of China's economy, development of the advertising 
industry in PRC is an irrevocable trend. Among different advertising tools, TV 
commercials are treasured by those MNCs not only because its cost is relatively 
low, but also because of their strong bargaining power as well as past experience 
in advertising. On the other hand, due to the unique reading habits of people in 
PRC, print advertisements are also an effective tool to promote to the general 
public. In fact, experienced China traders treasure both TV commercials and 
print advertisements to the same extent. 
For promotion in PRC, there is no common practice, such as coupons or 
rebates. A good promotional campaign can be produced by a creative mind with 







Good morning/afternoon/eveningl I am an MBA student of the Chinese University of Hong 
Kong. I am conducting a research project about the effectiveness of different advertising tools 
in the marketing of consumer products in PRC, and would like for you to take a few minutes to 
answer some questions. 
Thank you very much for your co-operation. 
Wong Ming-kuen, Savio 




1. What product(s) are you responsible for ？ 
(3-4) 
2. Where are your product(s) manufactured ？ 
(5) 
3. Your produces) are sold in how many provinces in China ？ 
^ ; (6) 
v 
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4. In your opinion, how important is the following factor to the success of your business, 
(1 - very important 2 - important 3 - unimportant 4 - very unimportant) 
(7-11) 
(a) Price 1 2 3 4 
(b) Company's image 1 2 3 4 
(c) Product quality 1 2 3 4 
(d) Advert. & promotion 1 2 3 4 
(e) Personal connections 1 2 3 4 
5. How effective are Advertising and Promotion activities for 
(1 - very effective 2 - effective 3 - ineffective 4 - very ineffective) 
(12-19) 
(a) Introducing product (launch) 1 2 3 4 
(b) Increasing awareness 1 2 3 s 4 
(c) Building trademark (against counterfeiting) 1 2 3 4 
(d) Stimulating Sales 1 2 3 4 
(e) Meeting target market 1 2 3 4 
(f) Enhancing company's image 1 2 3 4 
(g) Reminding people to buy 1 2 3 4 
(h) Increasing reputation 1 2 3 4 
6. Four major advertising tools are selected, and 9 promotional profiles of different resource 
allocation schemes are constructed. 
You are given cards that describe each profile. Within your own budget constraints, which 
promotional profile do you prefer most, etc. 
— _ _ — — — — — — — (20-28) 
Prefer most Prefer least 
7. What other means (apart from Q.6) do you think are effective in marketing consumer 
products in PRC ？ Why ？ 
v 
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8. Your company's country of origin is 
(29) 
[ ] American 1 
[ ] Japan 2 
[ ] Europe 3 
[ ] Hong Kong 4 
[ ] Others • 5 
9. Type of business of your company (in PRC) is 
(30) 
[ ] Sales Agent 1 
[ ] Joint Venture 2 
[ ] Direct Export 3 
[ ] Contract Manufacturing 4 
[ ] Wholly-owned subsidiary 5 
[ ] Others 6 
10. How many years have you personally been involved in China Trade ？ (31-32) 
11. How many years has your company been involved in China trade ？ _ _ _ (33-34) 
12. Your level of management is 
(35) 
[ ] Top management , 1 
[ ] Middle management 2 
[ ] Executive 3 
13. Advertising & Promotion budget of your company last year was 
(36) 
[ ] Below HK$ 500,000 1 
[ ] HK$ 500,000 - HK$1,000,000 2 
[ ] HK$1,000,001 - HK$3,000,000 3 
[ ] HK$3，000,001 - HK$5,000,000 4 
[ ] Above HK$5,000,000 5 




SAMPLE OUTPUT OF CONJOINT ANALYSIS 
CONJOINT ANALYSIS 
PRE-PROCESSOR-L INEAR MODEL-SIMULATOR 
PC-MDS PROGRAM 
ANALYSIS T ITLE： MARKETING OF CONSUMER PRODUCT I N PRC 
DATA I S READ FROM F I L E : MBA.DAT 
OUTPUT F I L E I S : MBA.PRN 
RESPONDENT U T I L I T Y VALUES 
RESP 1 
1 .00 3 . 0 0 6 . 0 0 .00 1 . 0 0 .00 .00 1 .00 .00 .00 1 . 0 0 .00 
RSQ= I . 0 0 0 0 0 
. 會 • 參 . 鲁 參 • • • • • • 參 . • • 參 • 參 • • 
I 
RESP 1 3 
12 , 0 0 3 . 0 0 6 . 0 0 . 0 0 . 3 3 - 1 . 3 3 . 0 0 . 3 3 - . 3 3 . 0 0 - . 3 3 . 3 3 
RSQ= 1 . 0 0 0 0 0 
TABLE OF AVERAGE U T I L I T I E S 
X 2 3 4 5 LEVEL 6 
T e l e v i s i o n [ S l i g h t j A v e r a g e | H e a v y | 
IMPORT,% : 4 8 . 0 9 ( . 0 0 | . 7 5 ] 1 . 7 5 | 
R a d i o j S l i g h t j A v e r a g e j H e a v y | 
IMPORT.% : 1 9 . 0 8 j . 0 0 j . 3 6 | - . 6 9 | 
P r i n t e d A d . [ S l i g h t | A v e r a g e j H e a v y | 
IMPORT.% : 1 2 . 9 8 j .OOj . 1 9 ] . 4 7 | 
B i l l b o a r d | S l i g h t | A v e r a g e J H e a v y j 
IMPORT.% : 1 9 . 8 5 j . 0 0 j . 0 6 ] - . 7 2 | 
鲁 參 攀 • • • 攀 • 眷 • 參 ， • • • • • • 
參 • 參 鲁 參 耱 • • • ’ • • 參 • • • • • 
• 鲁 參 眷 會 參 • • • • • 參 • • 參 • • 鲁 鲁 





HISTOGRAM OF PRODUCT PROFILE 
S h a m p o o 
C i g a r e t t e i ^ m a ^ m m m m 
C a n n e d f o o d • h h h h i b b h h i ^ h h i i h 
D e t e r g e n t mmmmmm^mi ' 
S k i n - c a r e p d t • m m ^ m ^ ^ m m m m m a m m m m m ^ m m m m m 
S o f t d r i n k ••^•••^•••i 
S n a c k w a ^ ^ m ^ m m m 
C o n s u m e r f i l m 丨•••^••••••i 
I I ••工 I 工 
0 1 2 3 ^ 4 
H i s t o g r a m F r e q u e n c y 
V a l i d Cum 
F r e q u e n c y P e r c e n t P e r c e n t P e r c e n t 
I 
S h a m p o o 3 2 3 . 1 2 3 . 1 2 3 . 1 
C i g a r e t t e 1 7 . 7 7 . 7 3 0 . 8 
C a n n e d f o o d 2 1 5 . 4 1 5 , 4 4 6 . 2 
D e t e r g e n t 1 7 . 7 7 . 7 5 3 . 8 
S k i n - c a r e p d t . 3 2 3 . 1 2 3 . 1 7 6 . 9 
S o f t d r i n k 1 7 . 7 7 . 7 8 4 . 6 
S n a c k 1 7 . 7 7 . 7 9 2 . 3 
C o n s u m e r f i l m 1 7 . 7 7 . 7 1 0 0 . 0 




HISTOGRAM OF COUNTRY OF ORIGIN OF THE PRODUCT 
PRC m t ^ m ^ ^ m m m m ^ m a m ^ m m m M m ^ m m m m m 
OTHERS w m m ^ m m ^ m a ^ m m ^ ^ m ^ m m m 
BOTH w ^ m m — 
I I I I 工 
0 2 4 6 8 
H i s t o g r a m F r e q u e n c y 
V a l i d Cum 
F r e q u e n c y P e r c e n t P e r c e n t P e r c e n t 
PRC 7 5 3 . 8 5 3 . 8 5 3 . 8 
OTHERS 5 3 8 . 5 3 8 . 5 9 2 . 3 
BOTH 1 7 . 7 7 . 7 1 0 0 . 0 ‘ 





HISTOGRAM OF NUMBER OF PROVINCES WHERE PROUCTS ARE 
SOLD 
5 PROVINCES H M B B 
ALL LARGE C I T I E S 
I 工 I I . • • 工 
0 4 8 1 2 1 6 
H i s t o g r a m F r e q u e n c y 
V a l i d Cum 
F r e q u e n c y P e r c e n t P e r c e n t P e r c e n t 
5 PROVINCES 2 1 5 . 4 1 5 , 4 1 5 . 4 
ALL LARGE C I T I E S 1 1 8 4 . 6 8 4 . 6 1 0 0 . 0 
i 




HISTOGRAM OF COUNTRY OF ORIGIN OF THE COMPANY 
AMERICAN m m m m ^ ^ m ^ m ^ ^ ^ m m ^ m m ^ m m ^ m m ^ m a m ^ m a 
JAPAN —浏 
EUROPE m m m ^ ^ m m m m m ^ ^ m m ^ ^ m a m ^ m t ^ m m ^ 
HONG KONG w ^ m m m ^ ^ m a ^ m m m ^ m a m ^ m m ^ m m ^ t m 
OTHERS — 
I . 1 . 1 1 工 工 
0 1 2 3 4 5 
H i s t o g r a m F r e q u e n c y 
V a l i d Cum 
F r e q u e n c y P e r c e n t P e r c e n t P e r c e n t 
AMERICAN 5 3 8 . 5 3 8 , 5 3 8 . 5 、 
EUROPE 4 3 0 . 8 3 0 . 8 7 6 , 9 
HONG KONG 4 3 0 , 8 3 0 . 8 7 6 . 9 





HISTOGRAM OF ADVERTISING AND PROMOTION BUDGET 
BELOW HK$500K MBB^HBBHH 
HK$500K TO HK$1M 
HK$1M+ TO HK$3M ^ ^ ^ 
HK$3M+ TO HK$5M n ^ ^ H H H H H I 
ABOVE HK$5M H H B ^ H H H H ^ H H i ^ ^ ^ H i m H m 
工 I “ 工 … … … 工 … … … 工 
0 2 4 6 8 
H i s t o g r a m F r e q u e n c y 
V a l i d Cum 
V a l u e F r e q u e n c y P e r c e n t P e r c e n t P e r c e n t 
BELOW HK$50OK 2 1 5 , 4 1 6 . 7 1 6 . 7 
HK$500K TO HK$1M 1 7 . 7 8 . 3 2 5 . 0 ‘ 
HK$1M+ TO HK$3M 1 7 . 7 8 . 3 3 3 . 3 
HK$3M+ TO HK$5M 2 1 5 . 4 1 6 . 7 5 0 . 0 
ABOVE HK$5M 6 4 6 . 2 5 0 , 0 1 0 0 . 0 
• 1 7 . 7 MISS ING 





HISTOGRAM OF LEVEL OF MANAGEMENT 
TOP MGMT m ^ m m m 
MIDDLE MGMT m m ^ m m ^ m m ^ ^ m ^ ^ m m ^ m m m m a m m m m m m 
EXECUTIVE 
I • I 工 … I 工 • … … I 
0 2 4 6 8 1 0 
H i s t o g r a m F r e q u e n c y 
V a l i d Cum 
F r e q u e n c y P e r c e n t P e r c e n t P e r c e n t 
TOP MGMT 2 1 5 . 4 1 5 . 4 1 5 . 4 
MIDDLE MGMT 9 6 9 . 2 6 9 . 2 8 4 . 6 
EXECUTIVE 2 1 5 . 4 1 5 . 4 1 0 0 . 0 
^m ^m mmm mmm mam mam m^ ^  mtm mm mm 




HISTOGRAM OF CHINA TRADERS' YEARS OF EXPERIENCE 
YEAR 
2 H I H — — 
mmmm^mmmmmm 
4 — — — — 
5 
6 
7 ^ ^ B H H H H ^ ^ H H I 
I I . 1 工 I 工 
0 2 4 6 8 产 1 0 
H i s t o g r a m F r e q u e n c y 
V a l i d Cum 
YEAR F r e q u e n c y P e r c e n t P e r c e n t P e r c e n t 
1 6 4 6 . 2 4 6 . 2 4 6 . 2 ‘ 
2 1 7 . 7 7 . 7 5 3 . 8 
3 3 2 3 . 1 2 3 . 1 7 6 . 9 
7 3 2 3 . 1 2 3 . 1 1 0 0 . 0 




UTILITY CURVES FOR SMALL BUDGET TRADERS 
Utility 
L 
S A H S A \ H S A H S A \ H 
I \ I II 
TV Radio Print Ad. Billboard 
S : Slight 
A : Average 





UTILITY CURVES FOR SMALL BUDGET TRADERS 
Utility 
I 
I I I I A I I I I I I 
I Z I \ I I I /^1 _ i I L 
S A NH S A \ H S ^ ^ r H S ^ H 
: \ 
TV Radio Print Ad. Billboard 
S : Slight 
A : Average 




UTILITY CURVES FOR LESS EXPERIENCED TRADERS 
rs，一 . ， — 
Utility 
丨 I Z »\ I I I 丨 -4. L_ 
S A H S A \ H S A H S A \ H 
\ V 
TV Radio ^ Print Ad. Billboard 
S : Slight 
A : Average 





UTILITY CURVES FOR EXPERIENCED TRADERS 
Utility 
S A H S A H S A H S A ^ H 
TV Radio Print Ad. Billboard 
S : Slight 
A : Average 
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Interviews 
American No.l Shampoo Products Ltd. 
British-American Tobacco Company (Hong Kong) Limited 
Coca-Cola China Limited 
EAC Consumer Products 
Hutchison China Trade 
Jardine China Consumer Products 
Kodak (Export Sales) Limited 
Lever Brother (China) Limited (2) 
Procter & Gamble Hong Kong Limited (3) 
Tian An China Investments Co. Ltd. 
Remarks : Some companies had more than one suitable respondent, so the total number of completed 




… • . : • 产 
« ， .. .. ,, : ^ k 
• ‘ 
“ ^ I 
• 
CUHK L i b r a r i e s mrnin ... 
• • • 彐 2 1 1 5 0 
